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tiona thnt issue paper na money nro based, though fhey have made much 
talk, and applied a little action to remedy what they are pleased to call 
"abuses of Banking." These efforts have shown, if they have not de- 
monstrated, that the greatest security a blH-holder can have against the 

frauds of the system is in the capacity, and moral — not the commercial 

honesty of those who are legally authorized to issue, as money, promises 
to pay on demand, and that the most important prayer for a banter is, 
" lead us not into temptation." 

Bankiiig under Special Laws or Charters. 

The first charters for banks, granted in this country, seem to have been 
given on the idea that those who received them were honest and capable 
men, and, in the absence of persona! knowledge, wc will assume that they 
were the best of men ; but, in the business of banking, as in all others 
the success, or the apparent success of a few, excited the desires of niany^ 
and I me seem to have soon managed to work their way into the banking 
business who lacked both capacity and honesty. Up to this day, many 
attempts have been made to reform the abuses of bankin;r, but not the 
first towards removing the temptation. Among the eflbrts of reform 
may he reckoned the various changes that have been made 'in the word- 
ing of special charters. These have been made, evidently,' for the pur- 
pose of holding somebody or something responsible for the redemption of 
the promises to pay on demand, in cases where the banker that issued 
them failed to do it. Some charters have been worded to hold the private 
property of stockholders to redeem the bills issued under it, in case the 
bank should fail. There are, probably, such charters in existence now, 
and people yet receive bills issued under them, in the belief that they are 
well secured. If this is not the case now, it was so but a little while 
ago. 

In 1857, abank in the State of Rhode Island failed, on the circulating 
notes of which were printed, in a conspicuous manner, the words : '• Pri- 
vate property of stockholders holden ;" yet these notes have not been re- 
deemed, at least not all of them, and it seems highly probable that the 
private property of its stockholders is either holden by themselves, or has 
been taken to pay the charges made for settling up the banking concern 
The popularity of the Private Property scheme, however, seems never to 
have been great, and in the absence of positive knowledge, perhaps we 
may be allowed to assume, aa the cause of its not becoming popular— its in- 
justice ; for, surely, it would not be just to involve the private property of a 
legislator for neglecting to dispose of stock which he may have honestly 
accepted as a present, yet there is a linge of it incorporated into some 
of our banking laws ; even the National Currency Act holds stockholders 
to the amount of their stock. 

In some States there have been enacted what are called ■' Safety Fund 
Banking laws." These, at one time, were somewhat popular, but the 
banking that was commenced in accordance wilh them, soon outlived the 
popularity of the scheme, which was to hold the banks that wera sound 
tesponsiblfe for those that were rotten. Perhaps the slowness of its ac- 
tion may be considered as the cause of this scheme's not becoming more 
extended, and of its not maintaining the little popularity which at one 
time it seemed to have acquired. A young man, who might hold a not* 
of a Safety Fund bank, under (he Jaw, at the time of failure, might grow 
gray with age without having it redeemed from the fund against which 
It was an acknowledged claim. The Safety Fund scheme of reforming 
the abuses of issuini; promises to pay on demand, aa money, was, how- 
ever, adopted, or rattier sanctioned by the laws of more States than the 
" Pnvate Property" scheme, yet it did not i||it this fast age, and Was 
abandoned at a time when the confidence of tiie people in all bank pro- 
mises to pay had been so sliaken by bank failures, that the advocates of 
paper, as money, foumi much difficulty in devising, or concocting a scheme 
which they could have legalized. They, iiowever, ultimately succeeded, 
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as a thief soraptimes succeeds, who is pretty well known, in obtaining 
money from a Pawnbroker. Their scheme was to pledge securities for 
the performance of their promises, which shows tho moral standing of 
the parties who labored for its introduction. This scheme of pledging 
securities for the fulfilment of promises, has received the name of " Free 
Banking," because it was sanctioned by a general law, which permitted 
all to engage in tho business of banking who had the means and the de- 
sire, without obtaining permission by special charter. 

Banking under General Laws, or Free Banking. 

The reform of the abuses of banking— known as Free Banking— was 
not accompanied by any change in principle. The great evils, under the 
special charter schemes, were the uncertainties of calcula_tion3,_ conse- 
quent on the unsteadiness of values ; the enthusiastic anticipations of 
wealth to-morrow, and the depressing reaiizafJon of poverty the next day, 
and the game of chance character of all business transactions. All of 
these were aj^ravated by the Free Bonking scheme, rather than pal- 
liated, because it enabled those to issue, as money, promises to pay, who 
could not have issued them under the charter scheme. It thus extended 
the evils, which it was proposed to remedy, by increasing the CKpansi- 
bility and eontractibility of the currency. 

Could we be permitted to judge of schemers by tho results of their 
schemes, as we do of workmen by their work, we should, probably, he 
justified in saying, that this Free or Pledge Banking scheme, originated 
with those who had sought for » privilege to use, as money, their pro- 
mises to pay on demand, by a special charter, but who, from their lack of 
commercial honesty .or capacity, or of political energy or influence, had 
failed : hence, the proposition of a general low that would enable them 
to " operate." In this, it seems highly probable they would -have failed, 
in consequence of the then prevailing prejudice against all bank promises 
to pay on demand, had they have neglec:ed appealing to two of the easiest 
aroused and most potent propensities of man, viz. : his vanity, and his 
love of gain. The many are -vain enough to believe thej- have no supe- 
riors, and that being permitted lo be bankers is to enjoy, if not to possess 
wealth. hy appealing to these feelings, the prejudice against paper, as 
money, was overcome, and a Free Banking law was enacted. 

The Popularity of Free Banking. 

Among the first " operators" for profit, under this scheme, may be found 
those whose moral law was based on the statutes of the State, as inter- 
preted by " sharp" practitioners — those who never omit doing that which 
is agreeable to themselves, except to avoid the penalty of !aw, and those 
whose code of practice is to honestly owe every man they can. Had 
their scheme been first presented to those who had not been previously 
accustomed to the useof paper, as money, it, most likely, would not have 
received the sanction of a legislative body ; had not the paper which had 
been previously authorized and issued as money, under special laws, have 
been, at the time this pledge scheme was concocted, in very bad odor on 
account of the many failures of chartered banks, it, probably, would not 
have been sanctioned by a general law; yet, t» this general law this 
scheme seems to be indebted for all the popularity it has since attained, 
for that compelled the then existing chartered banks, which had always 
redeemed their promises to pay on demand in specie, except on special 
occasions, to conform to the pledge scheme. If the old and sound banks 
had not been compelled to conform, this new scheme would have been 
exploded, probably, by thfie who inaugurated it, in less than ten years 
after the general Free Banking law was enacted. As it was, the people 
soon learned that the evils of making money of paper, even under the 
pledge schemfe, were not wholly removed b^ the general law reform of 
banking abuses. They complained, and their cry waS heard and heeded 
by legislators, who manifested their sympathy for the sufferings of their 
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constituents by continuingto reform the abuses of banking. They amend- 
ed, and perhaps improved the general banking law, and continued to 
amend and improve it, until its perfection, or the influence of those who 
"operated" under its sanction, in its imperfect state, popularized it so far 
Stat '* became, in a modified form, the general banking law of several 

This point gained, the first '' operators," under the law, elected as the 
held of their future " ojierations" those States the genera! bankinglaws of 
whieh enabled them to get their fingers the deepest into the people's pock- 
ets. In this way, migrating " operators," who know no country except for 
gain, have accumulated fortunes, become bold, and have imposed their 
pledge scheme of banking on tJie Nation. They have done this, no doubt, 
with the intention and the hope of obtaining, under the sanction of a 
National law, millions where they obtained only thousands under the 
, laws of the States ; nnd probably, for doing this, they hope and expect to 
be canonized as patriots. 

The Imposition of the Free Banking Scneme on the 
Nation. 

We hold tliat the practices of men, when they differ from their pro- 
fessions, and are not wrongfully interpreted, are a better indei of their 
opmions than their words. Following this as a rule, we have been un- 
able to discover that either the Secretary of the Treasury (whom we 
hold to be a statesman and a patriot), or the bankers of New York city, 
,=*?, 'w"*^ Philadelphia, were in favor of the Pledge Banking scheme in 
1S61 Most of those of Wall street, it is true, had previously conformed 
to it, but on y as a necessity imposed by a State law, in the making of 
wluch they -had no agency: they were obliged to conform, or to discon- 
hnue their business of receiving interest on money owed. Out those of 
Mate and Chestnut streets have neither conformed to it nor adrated it 
We, therefore, conclude that these parties did not intentionally impose 
the iree Banking scheme on the Nation; yet, what they did seems to 
have culminated in the " National Currency Act." Those who will ex- 
amine and consider the present financial condition of the Nation, may 
possibly find the origin of the present National Pledge Banking scheme 
in some of the early efibrts made by the Government to fill its treasury. 

_ VVhen the rebellion commenced, men, ships, munitions of war, and pro- 
visions were needed for the preservation and protection of our Govern- 
IS*"^; J ," "^ *" ""^ supplied by patriotism and credil. At that time, 
the Nation s treasury was empty, or neorly so. and extra efforts had to be 
made t« fall ,t. Among men, there are two methods of using credit— one 
by borrowing money and paying for its use, the other by making pur- 
chases to be paid for at some future day, at a price that will compensate 
Jorthe delay in payment. Governments have no other just methods. At 
t&e outbreak of the rebellion, our Government sought means by the first 
of these, and we think it acted wisely in doing so. It asked for a loan, 
the amount of which we deem of but little importance, for our object is 
to consider mainly the principle of action, rather than the details of par- 
ticular acts ; we, however, shall endeavor to call attention to the differ- 
ent methods that have been adopted lo use and sustain the credit of the 
(government, in the order they have followed each other. 

At first the government asked for a loan of, as we will assume ($12 . 
OOOjOOO) twelve millions of dollars, for the use of which, for twenty years. 
It oBered six per centum per annum. It obtained the loan, but not at the 
rate oi usurj? offered, for it received but about eighty-five dollars for every 
onehundreditpromisedtopay,and was thus obligated to pay about seven 
per centum per annum interest, notwithstanding it had offered only six. If 
we assume that the government was at that time in need of flour, and that 
Hour was then in the market at five dollars a barrel, it will follow that 
the government- by borrowing, paid five dollars and seventy-five cents a 
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barrel : the Beventy-five cents for the use of the five dolkra with which it 
bought its barrel of flour, and so of other things. , . , 

After making the one etTort here noticed, to uae its credit by a loan, it 
abandonei! for a time that method of supplying its needs, and had recourse 
to that of buying on time. Ithoweverdidnot do this in the usual way of 
business men. It paid out as money, " United States Treasury Notes of 
a less denomination than fifty dollars, not hearing interest, but payable 
on demand by the Assistant Treasurers of the United States, at Philadel- 
phia New York, Boston, Cincinnati, and St. Louis." These were made 
receivable for all dues to the United States. This was a kind of an order 
system. When a creditor made a demand for pay, he was put offwith an 
order, or rather with a series of orders, on somebody else ; and if the 
order was not paid on demand by him on whom it was drawn, the govern- 
ment would receiTe it of any one in payment of its dues. That these 
orders or Treasury notes might be immediately available as money to 
those who received them, they were issued in the form of State Bank 
notes, of the denominations of five, ten, and twenty dollars, so that they 
could be used by the people as money, without exciting any particular 
attention. They however received the name of Greenbacks. The evi- 
dent intention or cause of issuing these Treasury notes was, undoubtedly, 
the expectation of realizing a loan or its equivalent, without interest, so 
lonz as the people who received them kept them in their pockets. 

We do not know how many of these notes the Secretary of the Treasury 
issued, neither the amount of them, but believe that he was authorized to is- 
sue to the amount of fifty or sixty millions of dollars. The authority for issu- 
ing these we have never heard doubted, and never expect to, but we have 
heard the policy questioned They,however,wereroaailyreceived as a mea- 
sure of value,passed from one man to another as money, andfor a time were 
received by the State banks on deposit alongwith their own noloa. This 
condition of our currency would very likely have continued for years, and 
the effect of it would have been only an increase in the nominal valus-or 
things, proportioned to the increase in the amount of Greenbacks issued, had 
the Assistant Treasurers always redeemed them in specie on demand. But 
this they could not do, because, aHer the issuing of these demand notes their 
receipts of specie ceased, hence they could only redeem in specie to the 
amount which they held at the time these notes were first issued. Unless 
these demand notes were redeemed according to the expectations of 
those who received them, the State banks could not receive them, for 
what they received on deposit they were required, by the law of their 
existence, to pay in specie when that was demanded. The State laws, 
however, did not require them to redeem in specie United States demand 
Treasury notes, and the consequence was, notwithstanding the State 
banks did not dispute the authority of the United States to issue them, 
they refused, or threatened to refuse, to receive them on deposit. They 
however, to make the matter as easy as possible, continued to receive 
them, for reasons which will by and by appear, of those depositors who 
would take them back in payment for their checks. This was all the 
State bankscoulddowithout endangering their existence under the State 
laws; and this was doing something for the country. It was keeping 
demand Treasury notes in credit without charging the government any 
thing for doing it. Notwithstanding this. Treasury notes or Greenbacks 
lost credit, their value became less with business men than that of State 
bank-notes ; and the Secretary of the Treasury learned that he could not 
continue issuing United States Treasury notes or orders on the Assistant 
Treasurers, payable on demand, without placing himself in antagoniam 
with the managers of the State banks. The truth became obvious that 
the interest of the United States Government, which here means the 
people, and the interest of the State bankers, which here means capital, 
were antagonistic. The business of bankers being to receive m'^re*! 
on all they owe, and the business of government was, or it should 
have been, to pay interest to those only wbo had money of their own to lend. 
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To adjus' thisantagonism, or to compromise these differences, a 
sultation was held on Thursday, August I5th, 1851, nt the Ame 
Exchange Banl(, in the city of New York, ot which thirty-nine banks of 
the city were represented. At thia meeting the following plan, it is said, 
was agreed on for aiding the government. Of course the bankers were 
not in need of any aid. 

Mriit, that " on iinmtSjiBti! iesae be made by the United States Treasury 
Department of Treasarj- notes, » » » • » bearing interest • • • • * at 7.30 per 
cent., to the extent of fifty millions of dollare." 

Second, that " the banks of Now York Boston, and Philadelphia assodated, 
take jointly this fifty millions at par, with the privilege of taking at par an 
additional fifty millions, October 15th, by giving their decision to the Depart- 
ment October 1st ; and also at par fifty millions December 15th, by giving 
their decision December Ist, unless said amount shall have been previously 
Bul«criho<l as a National Loan. It being understood and agreed that no other 
government Btocks, bonds, or treasury notes (except TreaBiuy notiis payable on 
demand, and the Oregon War Loan) shall be negotiated or paid out by the 
Government until February Ist, 1868. " 

Third, that " an appeal to the people for subscriptions to the National I>oan 
to be mado by the Governmpnt, and as the subseription for the notes progresses 
and the moneys are paid in, the same shall be paid over to the Government, 
or de()osited with banks selected by the Secretary of the Treasury, with the 
concurrence of a committee of the Associates. » » * » • The Treasury notes 
issued to the Associates, bo far as the New York banks are concerned, shall 
be received by the Loan Cornnjittcu of the New York banks at ninety per cent., 
as a basis for issuing Clearing House Certificates to any bank desiring, under 
existing arrangements, (which must necessarily be continued)." 

The change which the Secretaiy of the Treasury made in the method 
of obtaining money for the government, by issuing orders on the Assistant 
Treasurers or demand Treasury notes, payable by the Assistant Trea- 
surers instead of coming into the money market for a loan, no doubt was 
the occasion of this consultation and agreement ; yet the report itself, 
shows pretty significantly that the doings of the conference in aid of the 
government, were hut little else than an eflbrt on the part of the bankers, 
to make the Secretary of the Treasury their agent for getting control of 
the finances of the nation, so that they could get int3rest on what the ' 
nation borrowed. Thia conference was held in August, 1861, and the 
bankers then agreed to loan to the government titty millions of dollars, 
with the privilege of taking at par en additional fifty millions in October, 
Mid another additional fifty millions in December, — 

" It being understood and agreed fof course with the Secretary of the Trea- 
sury], that no otiier government stocks, bonds or treasury notes (except Trea- 
sury notes payable on demand, &c.j shall be negotiated until February 1st, 
1862." 

This seems a direct avowal on the part of the bankers, that they had 
bargained by tlie magic of banking for the privilege of receiving the 
interest on the money they owed the Nation until February 1st, 1803 ; on 
the condition they could loan one hundred and fifty millions. Of their 
ability to get interest on so large an amount in addition to their ordinary 
business, the bankers seem to have Jiad some doubts, hence 
"An appeal to the people for subscriptions to the national loan to be made by 
[their agent] the government." 

That the bankers understood that they had bargained for the control of 
the Nation's finances up to the time specified above, seems to be placed 
beyond a doubt, by the arrangement agreed on about depositing the loan. 
Their statement of thia agreement is as follows : 

"Ab the subscription for the notes progresses and the moneys are paid in, the 
same shall be paid over to the government, or deposited with banks selectud 
by the Secretary of the Treasury, with the concurrence of a committee of the 
Associates." ' 

That is, of the bankers. Can language be more emphatic, as to who is the 
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agent and who the principal, in case n diflereiice should happen between 
the Secretary of the Treasury and the bankers ? 

No act of ihe Secretary of the Treasury, that we have ever heard of, 
hns induced us to believe Ihat he has been seduced by ihe hankeret.noU 
-withstanding this bargain seems to be mostly in their favor. He seems 
to have yielded his own opinions in fuvor of theirs, becnnso of their great 
professional knowledge of banking, snd their distinguished reputation for 
obtaining interest for themselves on money owed by them, or from a dis- 
trust of his own opinions, because of his little experience in financial 
transactions of such vast magnitude as those were which it became his 
duty, as Secretary of the Treasury, to negotiate. Should we, however, 
judge of his opinions by his work$, as they were manifested before the 
conference of August, 1861, was held, we should say they were sound, 
though, perhaps, not exactly perfect. He had issued Treasury notes, 
payable on demand, without interest, in payment of demands against the 
Government ; these he had issued in denominations of fives, tens, and 
twenties ; so Ihat those who received them would use them as money in 
their ordinary business transactions. Had these been issued on time, 
payable with interest, they would have been used as money, and the oc- 
casion for the August conference, probably, would never have happened. 
The issuing of demand Treasury notes, without interest, which tlie 
people used as money, instead of State bank-notes, had alarmed the 
bankers who operated under State laws ; for they knew that the Secre- 
tary had the power, or could have it by asking for it, to issue Treasury 
notes payable on time, with interest, instead of those on demand without 
interest ; and that if he should do this, their vocation would end, because 
their depositors, if they could get interest-bearing notes for their bills 
receivable, would not deposit them without interest, and if they could 
not get deposits without interest, the banker's business of getting inter- 
est on what he owes must cease. They knew that if the people should 
once get Treasury notes bearing interest, which they could use as a 
measure of value, every business man would be hia own banker ; hence 
the expression in the August agreement, which is in parenthesis : (" Ex- 
cept Treasury notes payable on demand, &c.") 

This is evidently intended as an estoppel, to prevent the Secretary of the 
Treasury from issuing interest-bearing notes that would he used as money. 
The agreement on the part of the bankers, to accept Treasury notes of 
the denominations of fifties and hundreds, that could be used as money 
just as well as bank-notes of similar denominations, may have been a 
concession to the opinions of the Secretary of the Treasury, for there 
would be no more difficulty in computing the interest due on them, when 
used as money, than there is in computing the discount paid on paper 
money used that is below par. Yet, there are reasons for considering 
this concession doubtful. A loan of $150,000,000, which was the amount 
made by the two conditional additions contemplated in the agreement, 
was more than could he taken by banks, the united capital of which was 
but $130,000,000, without aid from their depositors, and large notes, with 
the interest offered by the Government, might tempt their best depositors 
to invest ; hence the bankers may have had a desire to have small notes, 
because these might be taken by individuals whoso means were small, 
and not deposited in banks ; and to the extent these small Treasury notes 
might be taken by those who did not deposit in State banks, their de- 
posits would remain unimpaired. Again, the use the bankers made of 
these notes by substituting them for gold in their transactions with each 
other through the clearing house, made them very convenient, perhaps 
desirable. For this purpose Ihey were better than gold, for by using 
them they obtained interest on their medium of exchange for settling 
balances, and this they could not get on the gold, which they were obliged, 
by their own regulations, to keep in their vaults for that purpose. Hence 
we perceive that the issuing of small, interest bearing Treasury notes, 
may have been for the interest and accommodation of the bankers, rather 
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than a concession of theirs to tl.e desires or opinions of the Secretary 
of the Troiisury. 

A result followed the August consultalion, wliich indiciiles that an offer 
was made, or an obligation acceplod by the bankers, (o redeem the de- 
mand Jreasuryiiotes that did not bear interest, which the Secretary of 
the I reasury had already issued in paymont of demands against (he gov- 
ornment. These had been paid out as money, yet no special arrangement 
had been made for their redemption beside that of making them receivable 
tor all dues to the government. This made them as available as gold for 
the payment of cusfom duties, but no further, unless the banks would 
receive them on deposit. Their refusing to receive them on deposit, or 
their threatening to refuse them, was the apparent cause, as we have 
already seen for the consultation held ; and the offer or obligation to 
receive them ou deposit as they received (heir own notes and each other's 
with whom they exchanged, seems to havo been a rod in the hands of the 
bankers, held by them over the head, or back, of the Secretary of the 
ireasury, as an inducement for htm (o become their agent, and they very 
soon found employment for him. 

The bankers had agreed to loan the government $150,000,000, and had 
made arrangements through the clearing hous?, to use as gold the secu- 
rities they were to receive for this loan, and to thus enable themselves to 
redeem the demand Treasury notes with the gold they held in their bank 
vaults. State banks are the creatures of law, and one of the conditions 
of their existence is, or was, the redemption of their notes on demand, in 
specie. The bankers who managed these had now undertaken to re- 
deem, in addition to their own notes, $50,000,000 of demand Treasury 
notes, without interest, in case they were presented for redemption at 
their counters. Whether they were then able to do this or not, is 
more than we know ; but results have s'.iown that they very soon made 
an effort to rid themselves of this obligation to redeem with gold. This 
is obvious from the application to Congress made by the Secretary of the 
Treasury, now their agent, when it assembled, the December following ; 
he then applied for authority to issue promises to pay that should be a 
legal tender. Whether or no this was done for the special accommoda- 
tion of the banks, the reader can judge ; the effect was to uncondition- 
ally release them from their offer or obligation to redeem the Treasury 
notes with goU ; for should one be presented for redemption, after legal 
tender notes were issued, ail they had to do was to give one that was a 
legal tender, in exchange for on* that was not. The issue of Treasury 
notes that were to be a legal tender in the payment of all debts, jiubiic and 
private, except duties on imports and interest on United States bonds and 
notes, also released the banks from the obUgation of redeeming their o'wn 
notes, payable to bearer on demand, which the laws that gave to them 
existence had imposed, unless the Jaw of the State could be enforced in 
opposition to the law of Congress. On the authority of tlie application 
of the Secretary of the Treasury for the legal tender note law, for they 
seem to have had no other, the banks suspended spacie payments. This 
act of theirs received the sanction of Congress about two months after, by 
the enactment of the proposed law which authorized the issuing of legal 
tender notes. By issuing these notes, government made a measure of 
value of paper, so far as it made its promisss to pay a legal tender, instead 
of gold or silver ; yet a legal tender cannot he paid in the sense a promise 
to pay is paid. A promise to pay may be made for an article received, 
and then paid for by giving an equivalent ; hut it would have been very 
simple, to say the least, to have talked about paying for a five dollar 
gold piece when gold was a measure of value ; because the metal in 
the piece was of iiself, ns an article of commerce, an equivalent for the 
article for which it might havo been exchanged. Now, however, since 
paper has been made a measure of value, it seems quite sensible to speak 
of buying a five dollar piece of gold ; at least those who are under the 
necessity of paying duties on imports find it so. There was, however. 
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an eicuse offered, for makine this change from gold to paper in the 
material used as a measure of value ; which those who made may have 
thought a justification, they no doubt thought it plausible. 

This was the great need the government was in, of men and munitions 
of war. These were all very abundant at prices that were reasonable, 
but it required money to get them, and that was not abundant ; at least 
with the United States Treasurer. To get money it had been customary 
to pay for its use, but if the government did that, it would ultimately 
have to impose a direct tax on the people, which would be a task very 
objectionable to popular politicians, especially to those who have no visible 
means of living out of politics. These no doubt thought it would be better, 
for them at least, to get money without interest since they could do it by 
only making promises to pay a legal tender. The scheme, however, has 
about it an odor of dujilicity, and the excuse is not very unlike the tale of 
a speculator, which ho recites as a manifestation of his sympathy for him 
whom he is striving to victimize. Business men know when money is 
scarce or dear, things are cheap, and when money is plenty or cheap, 
things are dear. This seems to have been known to those who made of 
paper a measure of value, for they seem to have apprehended the change 
might make money plenty and things dear ; so that articles bought with 
legal tender notes, without interest, might cost the government, which here 
means the people, more than they would when bought with money bor- 
rowed, on which interest was paid : or, in other words, they seemed to 
know that a barrel of flour for nine dollars in paper, for the use of which no 
interest was paid, might cost the people ultimately more than five dollars in 
gold, for the use of which for twenty years seventy-five cents additional in- 
terest had been paid ; above six per cent, per annum. To prevent ot to 
palliate this apprehended and unavoidable result of largely increasing the 
Tolnme of money that was already in existence, they fised a limit, beyond 
which, promises to pay should not be issueda s a legal tender. At first 
this was filed at $150,000,000, and then afterwards expanded or extended 
to 8150,000,000 additional. Notwithstanding this precautionary foresight 
the result they apprehended followed the emission of $300,000,000, for 
the government did actually pay nine dollars a barrel for flour, in legal 
tender notes, when it could have been bought with gold at its commercial 
value for loss than sis dollars a barrel. Those who made of paper a 
measure of value, seem to have foreseen, or apprehended, that the $300,- 
000,000 of legal tender notes they had authorized to be issued as currency, 
would not be sufficient to supply all the needs of the government. In 
this, results have shown their apprehensions to have been well founded. 
To provide more currency without an indrease of its volume was the next 
task ; and to do this they authorized the Secretary of the Treasury to 
sakfor a loan of the legal tender notes which had already been issued, to 
the amount of 8500,000,000, and to offer six per cent, per annum for the 
use of it (or twenty years, with a privilege to redeem it after five years. 
This shows conclusively that a reissue of the legal tender notes was con- 
templated after they had been redeemed or received as a loan, as the 
means of obtaining government supplies without increasing the volume 
of currency so as to make it like Confederate currency, worthless, or 
nearly so ; 'for otherwise a lotn of 8500,000,000 would not have been 
authorized to redeem $300,000,000 ; the amount of legal tender notes 
which had been authorized. 

Had not the yecretary of the Treasury redeemed, as he was authorized 
to do, the legal tender notes, « ith the five twenty bonds, the free bankers, 
probably, would not have been able to have imposed, as they have done, 
their scheme on the nation : but as he did redeem these notes with those 
bonds, with the evident direction or intention of a reissue that would 
require a continued redemption, it seems to follow that the national free 
barking was a sort of natural consequence of the understanding and 
agreement made at the consultation held in August, 1861 ; though there 
seems but little probability the parties to that, at that time, anticipated 
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any such result from their labors. It seems, however, to li&ve been 
thought of very soon after, for along with the propositions of issuing legal 
tender notes and five-twenty bonds, which were made the Ueeemher 
following, came the free banking proposition. But when it was first made 
its friends seem not to have been strongly represented in Congress, for, 
notwithst&nding that body authorized the issuing of the notes and the 
bonds, they refused or neglected, at that time, to sanction the free bank- 
ing project. The free bankers, however, seem to have been alive and 
vigilant ; ever ready io offer their services for the public welfare ; and 
there seems nothing singular in their being as ready to serve the Nation 
then, as they had been before to serve the States. At the next meeting 
of Congress the interest of the free bankers was better represented, for 
at that session the National Currency Act was passed, and it was followed 
during the twelve months after by a subscription to the five-twent;y loan 
of $475,000,000, though during the year previous to the passage of this act, 
but $35,000,000 of the $500,000,000 authorized were taken. This shows 
as clearly as circumstances can show the truth, that it was tlie influence 
of the free bankers which ultimately carried this law through Congress. 
Thus the issuing of demand United States Treasury notes, payable by the 
Assistant Treasurers, and receivable for all public dues, led to the con- 
sultation of August, 1861 ; that this consultation resulted in an under- 
standing and agreement, on the part of the government, not to issue 
United Staffs Treasury notes bearing interest under fifty dollars, and on 
the part oC the bankers, to accept at par, a loan of 8150,000,000, and to 
receive on deposit from their customers, which then meant to redeem in 
specie, the United States demand notes, not bearing interest, already 
issued: that tlie inability or indisposition of the bankers to redeem in 
specie the demand notes already issued according to the understanding 
and agreement, led to the expedient of legal tender notes and five-twenty 
bonds ; and that the five-twenty bonds were the cause or the pretext, 
claimed as a justification of the National Currency Act, of which the 
Secretary of the Treasury has said, (Annual Report, December 4th, 1863, 



"This is no mere paper money scheme, but, on the contcaiy , a 
looking to a safe and gradual return to gold and silver as tha only permaneot 
basis, standard, and measnro of value recognized by the Constitution — between 
which and an irredeemable paper currency, as I believe, the choice is now to 
be madit." 

Experiments. 

Of this '■ no mere paper-money scheme," the Hon. Hugh McCuiloch, 
comptroller of the currency, in his suggestions to the managers of the 
National Banks, dated Washington, Dee. 30th, 1863, says, that 



■'Everj- banker under the National sjBtem * • * * is engaged in an experi- 
ment ; which, if successful, will reftcet the highest honor upon all who are 
connected with it, and be of incalcnlable benefit to the country ; but which, if 
unsuccessful, will be a reproach to its advocates, and a calamity to the people." 
This we accept as good authority for saying, that this " no mere paper- 
money scheme, but a series of measures looking • ' * * to gold and 
silver as the only permanent basis, standard, and measure of value recog- 
nized by the constitution," is but an experiment. As we have been told, 
by a very eminent man, that " a political experiment cannot be made in a 
laboratory, nor determined in a few hours," so we conclude it will be with 
«ur monetary experiment ; and therefore do not expect to know its results 
immediately. Yet, so far as this " no mere paper-money scheme " re- 
sembles other banking schemes, which are already known to histoiy and 
experience, we, perhaps, may be permitted to form and express an opinion. 
Where banking first originated, or who were its inventors, we have not 
learned ; but presume its origin was among a commercial people. We 
have been lold it bnce existed in China, and there passed through many, 
if not all the phases of modern banking ; producing revulsions, like those 
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of more modern times, until it became worn out and abandoned. This 
was long before its invention, discovery, or introduction into Europe. Be 
this as it may, the history of modern banking shows its origin to have 
been, in an invention or custom, established, by or among migrating mer- 
chants,— now called peddlers, for the safe transmission of their money 
from one place to another; and it is used for such a purpose now, by parties 
who establish themselves in commercial centres, and make there business 
useful. The first step in banking from the useful towards the useless, or 
rather pernicious— the making money of paper — we ore fold originated in 
loaning the money which was held on deposit for safe transmissio:i. The 
reason given for this is, the great interest taken by the loaner in the wel- 
fare of the borrower. The next step seems to have been the loaning of 
promises to pay on demand, on the credit of deposits held. The reason 
for this, ia said to have been, the great injury suffered by the public, when 
money was permitted to lie idle ; and as one dollar could be made to redeem 
ten, which are used in ordinary business, it would be a great public benefit 
to issue, as money, promises to pay the bearer on demand. By these " opera- 
tions" the loaner obtained usury or interest on money that belonged to 
another, and on promises to pay of his own creation. Before the issue, 
as money, of promises to pay began, deposits were made wholly in specie, 
for nothing else was then recognized as money ; hence when promises to. 
pay were loaned, they were supposed, and at first, probably really were the 
representatives of specie, specially held for their redemption. On this 
assumption, all special and general banking laws have been based, that 
were enacted in this country prior to the " National Currency Act." 
They have all provided — in words at least— for the redemption in specie 
of the promises to pay which they have authorized to be issued as money ; 
but there is nothing of the kind in the National Free Banking Law. That 
requires for the redemption of its promises to pay, nothing but promises 
to pay. Thus demand legal tender-notes are paid to the creditors of the 
government, then taken back as a loan, and interest- bearing bonds given 
in exchange for them. These interest-bearing bonds are to be received 
in pledge, and demand pledge tickets to represent their value, or nearly 
so, which can be used as money, are to be given in exchange. These 
tickets, which can be used as money, if they are so used, are to be 
redeemed in the lawful money of the United States — which means de- 
mand legal tender notes ; for when this law was enacted no interest-bear- 
ing legal tender notes had been authorized or issued. By tiiis we see 
that the eomptroUer was right, su far as specie is concerned, when he said 
that this national "no mere paper-money scheme" was but an experiment. 

Bank Magic. 

If any would learn what is usually called the science of banking, but 
which is really the magic of getting interest on money owed, they will pro- 
bably find it well to heed the historic facts noticedabove, viz.: that hanking 
originated in receiving deposits for the accommodation of depositors ; that 
the issuing, as money, promises to pay on demand, is based on the credit of 
deposits ; and that the principle of modern bank magic is to get interest 
on both deposits and promises to pay. Those who do not clearly perceive 
and fully understand this principle cannot become eminent in the business 
of banking. The history of modern bank magic shows that various 
methods have been devised by bankers for obtaining interest on other 
people's money ; and this, both with and without its owners' knowledge. 
We will notice, briefly, three of these ; First, getting interest on money 
that belongs to stockholders, which is done with their consent and 
knowledge Second, getting interest on money that belongs to depositors, 
which may be done with their knowledge, possibly with their consent, 
though the manner of getting it indicates a desire to do it without their 
knowledge or consent. TAiVi, getting the interest which may be paid on 
securities pledged for the redemption of pledge tickets, which the people 
carry m their pocTtets as money, without interest. This may be done by 
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tho magic of free banking ; and in cases where the interest is paid to 
"parties who have not of their own the value of one dollar invested in the 
securities for which they receive interest, there is neither knowledge nor 
consent about it— all is law. On these three methods modern bankers 
mainly rely for existence and success ; some on one, some on two, and 
some on all tliree ; ami hence these methods are so mixed in their application 
th tw d t p tth t tdwll 1 1 p rceive the correctness 

f d pt fthmg fhkg V more than we should 

p t tl bl d t ] ly p th t ss of a description of 

^ '' '1 ^ P lly ti d by charters to commence 

P„ ' ' th pt f t t m y not their own, have 

lly I g 5 by ra ki t g locks, as capital; tho 

tfwhhh ft php I yb 1 mited by law. When 
'h I k 1 t 11 b b p k b f th y were issued, as they 

mtmh b b bdftlyle been offered in the 

•ny ktl 1 <itb hd d were persuaded to take 

th n k f b k g f th p fat ff d h t ken them ; perhaps for 
the puqiose of makmg a respectable place for a very respectable acquaint- 
ance. But if we can believe in the whining benevolence claimed by 
bankers when they have asked for charters, or for the renewal of them, 
the risk of their stocks has generally been taken, or the offer of them 
accepted, by widows and orphans. - This may prove that bankers have a 
special regard for the interest of those who are least qualiiiod to look 
after their own. To the widows and orphans, or the stockholders, divi- 
dends are paid ; and as a general rule, & little more is paid as dividend, 
than is allowed to be received as interest by the usury laws. This seema 
to be done to create or to sustain a credit for the institution, for tho evi- 
dence of bank reports is, that the dividends paid ere not wholly collected 
on the capital created by its issue of stock. In fact, the creation of a 
bank stock, and the paying of dividends on it, seems only a sort of lure to 
entice those who have money of their own to deposit it in the hank ; for 
it is on the interest received on depositors' money, that bankers of one class 
depend for the means to pay the salaries of officers, expenses of banking 
house, clerk hire, &c., and quite a portion of the dividends. That this is 
the case with the best of our banks seems evident, if it is not proved by 
the following statement of the banks in the city of New York, for the 
week ending March 12th, 1864 : 

Capital, S70,308,737 Specie, S30, 750,405 

Deposits 168,044,977 Loans and Discounts, 189,757,764 

Circulation, 5.918,S07 

Now if we deduct from the capital of seventy millions the specie on hand 
and the cost or value of tlie real estate, fifty-four banking houses, wo will 
not have, probably, more than thirty millions of capital that is on loan or 
discount ; and the interest on this at six and seven per cent., six on short 
and seven on long loans, as prescribed by law, cannot pay the dividends, 
at from seven to ten per cent, on the whole amount of seventy millions of 
stocks or capital ; to say nothing of officers' salaries, clerk hire, &c. : 
hence the lureof stocks and dividends, to "makea credit" with depositors. 
The importance of this will be seen by looking at the above statement, 
the $189,757,7fi'l of loans and discounts, all of which, except tho balance of 
capital as above, are made from the deposits of 8168,044,977 which be- 
long to depositors; and for the use of which the banker pays no interest. 
We here have the reason for the opposition of bankers to every 
measure of the government that may tend to reduce their deposits ; and 
may also learn the value of depositors to hankers. The former arc the 
footstool on which the latter stand. It is from the interest received on 
depositors'^oney rather than on that received on theValue of bank stocks, 
that bankers live, make fortunes, and sustain the credit of their instltu- 

Bank-bills, notes. Circulation, or promises to pay the bearer on de- 
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mand, are not of much account with this class of honorable baniiers. To 
them, circulation is about what a shop-card is to a tradesman already in a 
well established business ; a sort of customary convenience which they 
can afford to do without : at least such seems to be the lact according to 
the above statement. Only S5,918,807 circulation to 870,308,737 capital, 
which is but about eight and a half per cent, as the average of the whole 
fifty-four banks, while some of them have not even one per cent, circula- 

The City Bank with a capital of 81,000,000 has no circulation. 

The Bank of America •' " 3,000,000 has of " 87,117 

The Bank of Commerce " " 9,000,000 " " 1,705 

The fifty-four banks, from the statements of which we have made these 
extracts, are, most ofthem, but not all, "operating" under the general or 
free banking law of the State of New York. Between the statements of 
those which are under special laws and those which ore uiider general, 
we perceive no difference ; in fact there is none, for the success of them 
all, both those under the general law and those under charters, is the result 
of the commercial honesty and capacity of those who manage them ; and 
not of the Slate laws, to which they are obliged to conform. They obey 
the laws of trade, and also that law of humanity, which, in violation of 
the laws of justice holds the innocent responsible, and punishes them for 
the sins of the guilty. . , , ■ i *■ 

Bankers who depend for their profits on their copital and circuiation, or 
rather on the money they receive for the stocks they create, and their 
promises to pay the bearer, which the people carry in their pockets as 
money, may be. commercially speaking, as honest as those who depend on 
their capital and deposits ; nevertheless the former, perhaps innocently, 
inflict on the community evils which the latter do not, at least in so great a 
degree. Those who " operate" with capital and circulation, if they manage 
prudently, may not attract any particular attention among those of their 
own generation ; for they generally manage to redeem all the promises 
to pay they issue as money, in a manner satisfactory lo the holders of 
them ; but a philosophic observer cannot fail to see in the next S^"^^- 
tion, the evils of social inequality, which their " operations ' produced. 
Thev supplied the shrewd schemer with the means he used to legally 
rob the honestly industrious of the fruits of his toil ; and thus produced 
social distinctions which a patriotic, democratic statesman cannot view 
with indifference. They effect this public injury by increasing the amount 
of their promises to pay, as money, when business is good, and decreasing 
when business is bad, for their own individual gain. They thus engender 
and arouse into active operation, those paroxysms of speculation, whicli 
seem inherent in, and inseparable from, a large and rapid increase ot the 
circulating medium of a community, which end in financial revulsions 
that shake the commercial world, by almost totally annihilating that con- 
fidence between man and man, on which commercial prosperity depends. 
Whether the prudent banker " operates" under the sanction ol a special 
or a general law, the evils he produces are the same ; and are the very 
basis on which his means depends. , 

But the magic or business of banking has not been, any more than 
others, wholly in the hands of those who are honest, capable, and pf"dent, 
commercially speaking, for those have been engaged in it who lacked aU 
these qualifications— who knew no honesty, except that which was, or 
might be made to appear, legal ; who had no capacity except for extrava- 
gance ; who knew no prudence except temerity ; and whose code of prac- 
tice, had neither moral law nor the law of humanity for its basis. 1 hese 
obtained special charters, either from log-rolled legislatures or by purchase, 
and the pledge scheme of banking was the result of the " abuses of bank- 
ins" thev made manifest. And what has. the pledge scheme accom- 
plished more than the charter 1 Has it deprived dishonest or incompetent 
bankers of busmesa ? or has it secured to the bill-holder, the redemption 
of the pledge tickets which have been issued under its sanction , vve 
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hnve now lying before -.is two pledge tickets which read thus: ■" State of 
Michigan. The Government Stock Bank will pay one dollar to bearer on 
demand. Ann Arhor, -luly 1st, 1851. Secured wholly by pledge of 
United States Stock. Countersigned and registered in State Treasurer's 
office. A. Bailey, Asst. Treas. ; E. R. Tremain, Prest." These were 
issued under the authority of a special law — a charter ; and those who were 
thus authorized to issue them have refused to redeem them. At the time 
they refused to redeem, or in more common language, at the time thi« 
bank failed, we he'd some of the pledge tickets it had issued as money. 
These wc sent by mail to the State Treasurer for redemption. He 
acknowledged the receipt of them, by sending us a certificate, acknowl- 
edging our claim on the assets of the bank, as provided by law. This is 
dated " State Treasurer's Office, April, 34fh, A. 1). 1855." In due time, 
and after due notice, we returned our certificate, for our share of the 
law's provisions. The certificate was returned, indorsed as follows ; 
" State Treasurer's Office, Lansing, Sept. 38th 1855. Paid on the withia 
• • * • dollars, being a dividend of forty cents on account of resource* 
arising from sale of stock security. Theo, Hunter, Dept. St. Treas." At 
that lime United States stocks were worth in the money market about par^ 
vet we have received, only, the forty cents, for each dollar the pledge 
tickets represented, though they had been given by the agent of the State 
and signed by the State Treasurer. We have been told as a reason for 
nat receiving any more, that there was an over issue of pledge tickets, 
which, if true, shows that the State of Michigan makes the ticket-holder* 
responsible for the loss oceasioned by its own oflicials. 

In 1857, we held some of the pledge tickets given to the bankers of 
Indiana, by the banking department of that State. These had been 
issued, and we received them as money ; but during the " panic" of 1857, 
those who issued refused to redeem them, as the general banking law of 
that State required, and consequently these banks were settled up accord- 
ing to law. On the first of .January, 1P58, the following notice appeared 
in the newspapers : 

"Superintendent Ikdia.na Free Banks.^TIii 
banks aro redeemed by the Auditor of tho State, \ 
par ; Atlantic Bank at 80 cts. ; Elkhart Co. Bunk at «7 cts." 
And so of twenty-five others, at rates varying from 80 cts. to par. 

We held at the time, notes of several of the banks named in this list — 
immediately forwarded them to the Auditor, and received from him the 
following reply : 

■' Office of tick Auditor of State Indlvna,! 
Bank Dbpartheht, y 

ludiatiapolis, Fob. lat, 1858.) 
■' Yours of the 2Ht.h ult. is received with cjuclosed as stated. I send yon 
herewith ****** proceeds of the same. I also return you one Elkhart Co, 
Bank, the securities of wliicU have been cshausted, and all the circulation 
property issued by this department, as shown by the books, has been re- 
deemed. Yours. &c., 

" John W. Wood, Auditor of Slate. By H. H. Dodd." 
•The note returned reads thus, "Indiana, No, 10,938 The ELKHART 
COUNTY BANK will pay O N E D O L L A R on demand to bearer, 
GOSHEN, Oct. 1st, 1853. Secured bv pledok of Public Stocks." 

And signed by , Register ; , Cash. ; , Prest. As Mr. 

Wood did not state that this note was not genuine, but that all the circu- 
lation, properly issued by the department, as shown by the books, had been 
redeemed, as his reason for not redeeming this one, as by his advertise- 
ment, the inference seems to follow, that he held the bill- holders respon- 
sible for the mistakes or omissions in the books of his department. 
Beside the notes we sent to the Auditor, wc held those of four other 
banks of that State, all "Secured bv the pledge of Public Stocks," 
which were not named amon^ those to be redeemed by the Aiiditor. By 
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«lvice, we sent these to a banking office for collection, and received in 
reply tlie following: 

"^ ■* ■' IBDIASAPOWS. Feb. 13, 1858. 

Enclosed I return tho notes received in yours of the W^^^^' _Tli«y ,^ 
entirely worthier. ' * 

A. «. h,« not heard of .nj .ctLoi, on the part of Ihe State, to d,.p«« 
of the aecuritie. pledged for the redemption of the.e note., ^e infor that 
Idldnol hold any.oririt did, that the proceed, were ^holly ab.orbed 
n the eipenae. of a legal .ettlement ; a eontingeney not uneomiuon rn 
S. ittient of ...igned e.tal... Be Ihi. a. It may, no b-nk p™m«. 
lo pay, imued under the authorlly of a SP'J""" "' £''"'''"1 kZ 
Ihreof the Farmer.' Bank, Gloucester, R I , the tagle Bank, Now 
g„,n. Conn., and the Franklin Dank, New York O.ty, have e'er been 
worae than » worthle.a i" and thai i. the eiact »aln. of ■omc »e to. 
already noticed, that were issued in accordance with a general or Free 
SankinVC We have thn. learned that pledg. tiek.t. which h.v. 
ieen isaued, profe.s.dly at least, to protect the toding millions against 
kss, are no better than notes issued by chartered banks. 

The reform of the abuse, at banking, that has >>!=« «»=«' '? '^ 
adoption of the pledge scheme, indicate, pretty ■«"'""■""/■.""'''"?• 
"Tvice of men^eaJaed in the magie of banking, who I'S^a «'*" '!■" 
honesty or the capacity, or both, neees.ary to command the commercial 
crfd.noe needed for success in th. busine.., under .pectal la"., "h'* 
ixphred capital and depc.it., and the.e could not be had without II1.I 
iijoiriug the coniideuc. of capitalist, and t""""" i ^? Ih. arts 
ceneral law— pledge scheme, which seem, to be a compound of the arts 
S .wtidhng. c'ondfn..d int. re.pectability by 'l-^P'""'"' '•?•,■'" '". 
For those 4ho had imposed on the people » entirely worthle.. P«per a. 
»™.y by either a - lEg-roll" or a purchase, the pledge -jta™ »j '"J; 
Sg..em.'. license for continuing their ^.i".... hj on^ ehangmg Ih. 
manner of doing it : an 1 that has been an improvement— for themselves. 
Sea" of ■Tplrating" ..cretly, a. they had don. in P""^™"* *" J^' 
and operating ™der°lh. cover of previously ."■" f«' ."'t blE 
- operited" of only, and .eemed to be proud ol d.rug it, a. leS'' '«"«•"! 
no the credit of securities pledged. Their pretext for the proposition ot 
riTneral ll, w". tie "ecJrityotlhe ticket-holdcr ; their obj.ct seem. 
If have been tTobtain th. iatoresl paid on th, ..ourities pledged , and 
Se Suit ha. been the e.t.hli.hmont of bank; of e.^ula.iou^^^^^ 



the result has been the estahli.hmont oi »""■?.' °3"""~L""r;f-; 
hank, of capital and depo.it.-and of loan, or discounts. "" »»J^"J 
however they so shrewdly kept out of sight, under the cover ol tireir 
I^evl hat even now .cm. well-informed men on bu.ine.. matter. 
KS uiS'thrSSluS, that those who bank o„ P>«^£j ■-»";" ^J 
own them Vet it 1. no secret with those who have learned the magic or 
?"e Sinkiug, that securities have been pledged -, that pM^ '-f«''J; 
Oiem have been l..ued and used by ">«.P'3P "' ""f.^f who 3 S"«! 
paid on these securities has been received, legally, by *hose who a o not 
Ewn th. value of one dollar in them. Should any douM the value of 
CetickS,"he banker will assure them that "they are well .ecur.d, 

"TbSante'rrwho bad managed w.ll, and succeeded und.r the auth.r- 
Hv of .necW aw. h„e pledged securities which they owned will not be 
dJuredTa™ .K; that ofterl have dene ■^"'.« '™ -fSmed- to 
letter of the law, perhaps to it. intention, wiB likewise he admitted , tor 
» wouW toe he'eS una'coountabl, singular if men of '™» ^^ ~ 
done this, under the inducement of the general law, in a comm.rcial com 
Bunitv Ik. our.. Manufacturer, or Merchants who were doing bu.i- 

and then, according lo law, collect the intere.l paid on the securities bj 
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busines n V „^( ^/h ^ '^"'l ."«'"g the tickets for continuing his 

W fh „ ,1. '^ *^ ^ . r u^^ ^*°''^^' '" "^^^ ""e bought more at any one 

time th n th am t f his own ranitnl it^ «« u 'V"'^'' "'' ^"J ""^ 

paid b¥ <!t t h 1, '"'"'"■" "^P'tal. He could receive the interest 

.ng.nd.red b, the St.t. F,.. siktag T." . X.Vk™ .t JX. S 
pl.dg..h.„ , „.. ,h. pledge mket. Jmon.;";pS,rt,.mLoci,eu 
lation ; and then sel the r bank, which means the ^l !1 ,' i . .u . 

'Zh't "h'T" ''°r ;»''•' 'I-'"™'"""' state Kb^L'toL™ 

the leader , jet thej ma, be made again ' " 

njent. ™p„..n.e„j, „ a' tSiet ha™' ien ™".t i! ".'3 LTeS 
S 5nd.','lhr ?''°'""' r'"«°"i'"' -f i«. each after their own n,." 
!bl„.li "■••= law', a. the, have heretofore .»i,ted and now «xi, 
c?,l'n?.J T°F °,' "" """''J '■■• '•" l™'«a..d, beyond itaconmo,: 
S, i I bZ„e'i'7*""/' "'' '"•"'•"' >•' bink Veulator." who 

St."lyhXTco.°dTet7Sp.«ti;.^ro:r'''"" '" 

then .elling the baik. ' ' '" '*°'''° " ™»»J'' "'' 

Fame of 18B7. 

In 1857, the results of this practice culminated in what was then calTe,t 

.■Sm^'S£STh;ir--™pra,S="\ZrS'£r.X' 
gr..tmer.a.e of paper, a. money. The u.u.l elTect. of .uch ^n incr'a.e 

•OTOal jear, prev.one, bu.ine,, had been Jood. Th' .^"I" cfliel S 
adulterating the currency of a commnnitv wa, oi,i,„ced M.nv ™. 

IZ ^oL^S.w'Ti. "••"!■"'"■■, "5 •" accJmSc ftrtteZ "." 
thee who mamtainod them.el.e. bj labor couU support ; and thi large 



-cb,Google 



20 

p"„lon. war.. The commu.iiy h.d been ton.uniing more '^.n il h«d 
Erod™./; o^ in oth.r »ord., moie w.ie trjins lo toe on the intere.t er 
ffieTShe; „,'ed, th.n could do it. I'bi. w.. the e.n.. »f ll;« "f «~ ' 
Bt least such a cause was adequate to such a result. Yet no author, 
,bo,e wSs Ve saw on the panic of 1B57, made an, mention, < 

1, to the gi 
cause of the community :aiiing ar uumiuB ■" "■"'- . ^-.-r-- --— --- 
"'o uUe^tand that they had been gamHingpor ,u more fashionable 
„seoiogy, speculating, with professic 

n all the money staked on the game. - - ■ u . ,h i 

^^jsmodic'to those who suffer by them ; yet there is about their 
sronal visits a sort of periodicity. 

o autumnal 



SruTon"? '?hl\".ram.nntTf S;™. collected by t.^. bank.,., a, tW 
caS of the commnnity failing or coming to want. The people seemed 
Stouudeitand that they bad been g.mbliugpor m moi. fc.h.onabl. 
ShJasedogy, .peculatins. iilb professional banker., unt.l the table tad 
wonallthemonej.lakld on the game. F.nanctal revuls.on. may .een, 
rpasmodicto this, who .ulfer by Ibem i yet there i. ahont the,, ocoa- 
Sna" .iSs a sort of periodicity. Since th. inlroduct.on of banktns into 
this country their periodical returns tave been about as reguti 



paroxysms of ague and fever, after due exposures to autuini 
and this regtibirity will probably continue, so long as their . - . 

fitted to Sii,t, 'to remove this, the people have only to authon.e the 
"e of government interest-bearing notes, a, a ™™=J' ■°"~f »' t,' 
maud Stale bank-note. ; on the one, the holder may receive "■?.'"'.!«. 
Xe ou the other, tbi banker receives it i especially under the " Na- 
Sonal Currency Art." United Stales Treasury note, based on the 
"dobtcdness of the government, would decrease, when business is god 
and incre... when it i. bad, and thu. prevent ",.».«," which blato 
£.k.pr™t. and aggravate 'by increaaiug the cuireny when ^^ 
i. good, and decreasing it when it is bad. Should any al »r.t sight, deem 
; atan'ge, that a monJtar, .y.lem so useful and .o sinipl. ha. not been 
adopted by th. Dnlted States Government, "JP"™' J'" '■■'". ?H™Uon 
wilfniobatly perceive, after a little ei.min.lion and some con.id.ra ion 

rirtS-riS.'nTyXptrffi'i^T"rj™rr 

placed on committees, if not at the head of them, before "bich all 
business that affected their interest was likely lo come. Therefore, those 
whTwOl examine and consider th. practices of the past, will "ot P.™™ 
any thing strange in the fact that the governniont has not adopted the n.e- 
?Knd simple Solbod of supplying the people with Tre.suij notes that 
tear interelt, which would answer all the purpose, for "I".'!' tb«J">"4 
monev in this crisis The government has the power to coin money, and 
Tr" g'ulat the vTe thereofi and it will exercise this power, if the laboring 
Sn of the community will attend to their own needs wtou they go 
to th. ballot-box, inst.ad of the wants of politicians. 

aJwc h... s.en thai men of business could ond.r the ■•"nt.»« »f 
State Fre. Banking Laws, duplicat. their capital and u.c it to the public 
innrv! that stock spcoukloi; could use Slate banking department, to 
makJibe people can^r their stocks for an advance i that bank specula ors, 
rfhoS wC made a busines. of e.l.blishins free bank, accordiog lo law, 
and then ."ninront the shadow, of them, have been engendered and 
Sihed int. hfe ; that tho.e wto had no capital of their own and who 
blrilT deserve Ibi name of men, could e.t.blish thems.lve. legally a. free 
tanker., md then receive th. int.rest paid by the peop e on the .ecurities 
pledged ! and that the above de.cribed operation, re.nlted in a panic ■ we 
Sonclud^ that thus, who form Ih.ir opinion., a. w. have been .ompelled 
to .ntertain ours, by what they have learned of banking, or getting inter- 
est orn^eyoweJ, from hi.tory : and by what the, b™ "■■"•d '■«" 
exneri.nee mfd ob.ervation, rega/ding the free banking Ibatbas teen sanc- 
SS by Slate legislatures, will not ealertain an, '"1,^'? "P"'''X' 
except they bo fre. banker., regardmg tho rcsolt. of our National Lur- 
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rency Act." Is the moral atmosphere of the capital of the Nation more 
pure than that of the capitals of the States ? Ts the distance from WsU 
-Street to Washington any greater or more difficult to pass over, than that 
from there to Lansing and Indianapolis 1 Can we expect hetter banking 
in tile one than we have had in the others ? 

In the absence of any positive knowledge regarding results, which we 
■deem it probable our National Currency scheme will force upon us, per- 
haps we will be justified in assuming that our National Free Banking Law 
will neither allow nor permit such " operations " as have been sanctioned 
"by the Stites. Yet it has been stated, and in a public manner too, by 
those whose positions as bankers, seem to entitle their sayings to some 
■consideration that our " National Currency Act" 

"is only a modified form ofthe New York Free Banking Law of 1838. with the 
best points of tlie State law left out," 

Whether or no this statement be correct, we have already seen that it 
■contains no specie clause. By eiamining it a little further, we can learn 
that it does not contain even the ideal of a redemption in specie of the 
l»ledge tickets it authorizes the use of as money. Bankers, in accordance 
with the National Currency Act, are required to redeem 
" in the lawful money of the United States, » » » * wlien payment thereof 
fihall be lawfully demandeii, during the usual hours of business, at the oHic« 
«f the Association" 

that issues them. (See Act, Sec. 35.) Any neglect in complying with 
these conditions regarding redemption, subjects an Association to the pen- 
Jtlty of missing the receipt of the interest in gold, payable on the secu- 
rities pledged; and perhaps, but not very likely, (unless a nincompoop 
should commence banking), to the loss of the ten per centum margin, re- 
tained by the Comptroller as a difference between the amount of securities 
.pledged and the amount of tickets issued to be used as money. By this it 
.appears that the national bankers will not need any specie to redeem their 
pledge tickets ; for the lawful money of ihe United States is demand 
Treasury notes that are a legal tender. Bankers are not even required 
to use, for banking purposes, the specie which the government has 
promised to pay them on the securities pledged. Again, The National 
Currency Act, Sec. 41, requires 

'■ that every sunh Association shall at all times have on hand, in lawful money 
■of the United Slates, an amount eiiaal to at least twenty-five per c«ntum of 
the aga^egaie amount of the outstanding notes (pledge tickets) of circulation 
and its deposits." 

This requires no specie, and not even the demand Treasury notes without 
interest ; for, since the passage of this National Currency Act, the Trea- 
surer has issued Treasury notes, payable one and two years after date, 
that hear interest at five per cent, per annum, and which are a legal 
tender for the amount they are drawn for : hence these are lawful money 
of the United States, and can be used by the bankers instead of demand 
notes that bear na interest. Whether these were issued for the special 
accommodation of the bankers is more than we know, but that thev in- 
tend to use them for redeeming theiv pledge tickets, is evidenced* by 
the statement made in a circular soliciting subscriptions for a national 
banking concern in the city of New York, which is signed by the parties 
interested inputting it into "operation." This interest-bearing lawful 
money the bankers will probably at all times have on hand equal to at 
least twenty-live percent, of the whole amount of pledge tickets they 
may have in circulation, or outstanding, and of all their deposits besides, 
provided they can get any ; because these notes will always he a legal ten- 

•" National banks are not required to lose the interest on a large amount of gold 
Itept on hand to maet their circulation, but may keep in lieu thereof legal 
tender notes which bear five per cent, interest." Fourth, advantage over State 
lianbs, as set forth in a circular dated New York, February, 1864. 
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der,topay deposilors when tliey call, or to redeem their pledge tictets, should 
they be presented for redemption, and it will be a good business to keep' 
them on hand to the whole amount of their fledge tickets. Thus, bankers 
who pledge one hundred thousand dollars, in five- twenty bonds, will receive 
interest at six per cent, per annum in gold, for the whole amount, and 
pledge tickets which they are authorized to use as money forninety thou- 
sand dollars. These pledge tickets they can loan to the government 
directly, for the National Currency Act, Sec. 20, says fhey 
" shall be received at par in all parts of the United States in payment of taxes, 
excises, public lands, and all other dues to the Unitid States, except duties 
on imports." 

Hence, they can make the loan of them direct, because " all other dues " 
must necessarily include loans from those who agree to make them. And 
if the gOTernment should refuse to receive them directly, the;f can be 
loaned indirectly, by eschanging them for the five per cent, interest- 
bearing notes that are a legal tender. Such an " operation" would pay- 
bankers about ten and a half per cent, per annum — six on the one hun- 
dred thousand pledged, and five on the ninety thousand received in tick- 
ets ; which will be a tolerably fair business, especially for such as have 
no capital of their own. The expenses of office and clerk hire in such 
kind of banking need not be much. 

As those who have money on deposit in banks, without interest, may 
possibly prefer having it in their own possession or on special deposit, 
in five per cent, interest -bearing legal tender notes, our National Banks 
possibly may become banks of circulation only ; which, being interpreted 
according to present practice, means the magic of putting into the people's- 
pockets, and keeping them there as money, pledge tickets which bear no- 
interest, while the bankers are receiving the interest on the securities 
pledged, which the government collects from the people who hold the 
pledge tickets. This will not be the way the bankers under the charter 
scheme got the interest on what they owed out of the people's pockets 
without their knowing it, or how it was done ; but an improvement on it ; 
for this makes the people pay interest on the money they really loan, 
and pay it too to those who have none to loan, and makes the government 
an agent nf this injustice. And this is not all, for the National Currency 
Act makes the government the redeeming agent for all who bank under 
it. It says, Sec. 30, that the pledge tickets issued under it 
"shall be received at par in all parts of the United States, * * * • for all 
salaries and other debts aud demands owing- by the United Sutes to individu.- 
als, corporations, and associations within the United States, except interest on 
public debt. 

Hence, as the government pays them at par, as we have seen before, and 
also receives them at par for all taxes, excises, public lands, &a., it be- 
comes the National bankers's agent for receiving and paying out his 
pledge tickets. As it thus agrees to receive them from everybody, and 
says it will pay them to everybody, even to senators and members of 
Congress, nobody will think of sending them for redemption to the bank- 
era who issued them, any more than they would think of sending for re- 
demption a gold coin to the mint that issued it. If we assume, however, 
as possible that some National bankers may issue a greater amount of these 

E ledge tickets for circulation, as money, than they provide of interest- 
earing legal tender notes to redeem them, which are lawful money of 
the United States ; and that a contingency may arise which may cause 
this surplus to be sent to them for redemption, at their office during the 
usual hours of business, they can pledge them for the lawful money of 
the United States, with those who have it, for nearly the full amount for 
which they were issued, for they will be good security to raise on, being 
well secured by United States stocks. The extra expense of the second 
pledge will not' be much, when compared with the interest raceived on 
the first, because they can be very soon taken out of the second, and 
again put into circulation, as they will always be in good credit, being a. 
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National Currency, and not like the notes of chartered banks that have 
once failed and been resuscitated by a purchaser. 

We have been told, as we have before stated, that this " National Cur- 
rency Act" is " no mere paper-money scheme, but, on the contrary, a 
series of measures looking !o gold and silver'" (probably a great way off) 
" as the only pernianent basis, standard, and measure of value recognized 
by the constitution." Yet we have failed in discovering in any of the 
series of measures looking to gold and silver, any specie consideration, 
except in the interest paid on the securities pledged ; and the National 
banker is not required to use even that in his banking business. The 
whole series of measures ; the issuing of demand legal tender notes ; 
the loaning of them to the government ; the receipt of interest-bearing 
bonds in their stead ; the pledging of these bonds, and the receiving of 
pledge tickets that can be used as money; and the redeeming of the 
pledge tickets with the lawful money of the United States, when they 
maybe presented in a legal manner for that purpose, are only paper 
measures, by which National Bank magicians, who may or may not own 
the stocks pledged, may receive the interest, which the government col- 
lects from the people who use and hold the pledge tickets, and who are 
really the owners of the loan for which they are compelled by the 
government to pay interest to bankers. As the present lawful 
money of the United States is paper — either demand or interest-bearing 
notes,— thr.re is nothing about this " no mere paper-money scheme" but 
paper ; therefore, if it is possible to consummate the "experiment," it may 
"reflect the highest honor upon all who are connected with it, and be 
of incalculable benefit to the country ; hut which, if unsuccessful, will 
be a reproach to its advocates, nnd a calamity to the people." 

The Remedy. 

Travellers who miss their way and discover they are not going in the 
direction they intended, usually extricate themselves from such difficul- 
ties, by retracing their steps as well as they can ; and, perhaps, we may. 
be allowed to assume, without being considered absurd, that wise states- 
men may, possibly, do likewise, in relation to the nation's monetary diffi- 
culties, when by so doing they can, at least, paHiate the evils of the 
present, anJ possibly prevent them from becoming aggravated in the 
future. The results arrived at by the violation of the laws of trade, in 
monetary transactions, are as well known to business men, as the results 
which follow the violation of the laws of gravitation are known to civil 
engineers ; and it seems highly probable, that our bankers knew, when 
our government first missed its way. We have already seen that issuing 
demand Treasury notes, payable by the Assistant Treasurers, receivable 
for all public dues to the government, which were used by the people 
as money, was fullowed by a consultation of bankers ; that the consulta- 
tion was followed by an agreement " thot no other government stocks, 
bonds, or Treasury notes" than those which bote seven three-tenths in- 
terest, which the bankers had agreed to " shall be negotiated or paid out 
by the government until Keb. 1st, 1803, (except notes payable on demand, 
Ac.);" that this agreement led to or was followed, before the specified 
time by a suspension of specie payments by the banks, and on the Ist of 
March, by a violation of the laws of trade — by an issue of demand 
Treasury notes that are a legal tender, ond made of paper a measure of 
value. By taking the back track from the Treasury note thai is a legal 
tender to the demand. Greenback, piyablo by the Assistant Treasurers, 
the evidence is pretty clear that the point of departure from that finan- 
cial track which is sanctioned by the laws of trade, was in the wording 
and not in the issuing of the demand Treasury note, that did not bear 
interest, but which was made payable by the Assistant Trensurcis, and 
receivable by the govprnment for oil dues to the United States. Had 
these been made payable on time, with interest, inslead of payable on 
demand, probably, no consultation would have been held,— certainly none 
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would have been neeiied — fur the understandiDg and agreement not to 
issue Treasury notes, ''except on demand, &c.,'' for such would have been 
already issued; and would have answered all the purposes for which 
money is needed by business men, who are not engaged in trade with 
foreign countries. Had time notes been issued, instead of demand notes, 
the irovemment would not have had, probably, any occasion for suspend- 
ing specie payments, even though tlie State banks might have suspended ; 
because, lime notes, which are good, payable with interest, are more de- 
sirable than gold and silver. They would have been received by the State 
banks, as evidenced by their acceptance of the seven and three-tenths 
loan, already noticed, or as they have received United States Certificates 
•f Indebtedness, bearing interest, in exchange for their own promises 
to pay the bearer on demand. They would have been received by 
the merchant, in preference to State bank-notes or checks, such as he 
fcRdbeenaccustomedtoderositwithoutinterest,becau9e on them he would 
*eceive interest, until he used them for replenishing his stock in trade, 
or in the payment of a time purchase. They would have been received 
in preference io g Id by those who had money to invest, because they 
would have been an investment already made in the best of securities. 
They would have been received by everybody in preference to State bank- 
notes, because they would have been a better measure of value, than 
those are or ever have been ; for they could have been used by tUu tra- 
veller, at par, in all parts of the United States, without the assistance of 
an exchange broker. Again, the moral etfect of the issuing of small 
Treasury notes, bearing interest, would be to inspire the young and the 
weak with confidence in the National (iovernmenf ; for such currency 
would protect them against the acts and the arts of the strong and 
the wealthy, the scheming and the cunning, by securing to them the little 
surplus they might produce, instead of depriving them of it, as the State 
Governments have done, by authorizing the issue of bank-notes, as money, 
and then refusing to redeem them, after the bank that issued them had 
failed. State Dank failures have been to laborers direct robbery, legal- 
ised ; and the effect of this kind of robbery- has been, extravagance and 
demoralization. When the laborer has finished his work for the week, 
and has received the payment for it in notes of State Banks, of doubtful 
responsibility, his practice has been to pay them away immediately, while 
he could get something for them, whether his needs required their use or 
not, for to-morrow they might be worthless ; and the consequence has 
been, that laborers are victims of extravagance and dissipation. Once 
more: small Treasury notes issued by the National Government would 
affect the business of the people, as a balance-wheei affects a steam- 
engine, it would keep business movements as steady as the expenses of 
the government. When business is good, and the receipts of the govern- 
ment large, its notes, as a circulation, will decrease ; and when business 
is bad, and its receipts small, they will increase, 'ihis effect on business 
would be the reverse of that produced by State Banks, whether chartered 
or free ; and as State Banks have done. National Free lianks will do. 
They will increase circulation when business is good, and thus stimulate 
speculation ; and decrease it when business is bad, and thus bring on 
financial revulsions. 

Certificate of Indebtedness. 

On the let of Marcli, ,18IJ2, it was " enacted by the Senate and House of Hep- 
re«wi(nijw« ift ft>n^)-e»»as*ewiWeii, that the Secretary of the Treasury be, and he 
is hereby authorized to cause to be issued to any public creditor, who may be de- 
sirous to receive the same, upon requisition of the liead of the propr department, 
In satisfaction of audited and settled demands against tlic United Slates, cer- 
tificates for the whole amount due, or parts thereof, not less than one thou- 
tand dollars ;*»*•* which certificates shall be payable in one year from 
date, or earlier, at the option of the government, and shall bear interest at the 
rate of six per centum per anaum." 
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This law was enacted, as appears by its date, just one month after the 
agreement of August 15th, 1861, had expired bj limitation; by which 
the bankers had agreed to take one hundred and fifty millions of United 
States notes bearing seven three-tenths per annum interesi, provided the 
Secretary of the Treasury would not issue any other United States 
stocks, bonds, or treasury notes, " except notes payable on demand. Sic. ;" 
and it shows pretty clearly, that the Secretary of the Treasury had learned 
what ihe bankers understood by the " exeept notes payable on demand," 
inserted in the August agreement. The Secretary was the servant of the 
government, by virtue of his office, and the servant of the bankers by 
virtue of the •■ except, &c. ;" but in serving two masters he seems to have 
discovered that he could not manage the finances of the government 
withuut at least partially conforming to the laws of trade, by issuing 
interest-bearing notes — certificates of indebtedness— in payment of debts, 
instead of demand notes that are a legal tender. Hence the above law. 
Vet, in this law there is pretty strong evidence, that the parties who 
concocted the August agreement, engineered it through Congress, The 
banks having suspended specie payments more than two months before 
this law was enacted, the bankers could not expect to have the agree- 
ment of August IStli, renewed or extended ; therefore they, or somebody 
else, did the next best thing, to keep interest-bearing notes out of circu- 
lation as currency ; which was to insert, or to have inserted in the lavf , 
the thousand dollar clause. The August agreement was, that no United 
States notes should be issued, '■ except payable on demand ;" the law is, 
that no interest- bearing note shall be issued for less than one thousand 
dollars. Was this similarity accidental t 

The effect of both the agreement and the law has been the withhold- 
ing of United States Treasury notes from the people, who would have 
used them as currency, could they have had them instead of State bank- 
notes. This the bankers knew, or at least anticipated ; hence the one 
thousand dollar provision in the law of March 1st, 1863. The conse- 
quence of this has been that those who consented to receive the one thou- 
sand dollar interest-bearing certificates have, when they could do so, de- 
posited them in State banks at par, and taken their demand notes for 
currency ; and when they could not deposit them at par, they have sold 
them at a discount for demand notes which they could use. In both 
cases, those who were probably the real creditors of the government did 
not receive the interest ; but money dealers and bankers, who were pro- 
bably debtors to somebody, if not to the government, for a large portion 
of the amount for which they thus received the interest, and perhaps for 
the whole. Whereas, had these one year certificates have been paid out 
in derominations that could have been used as currency, they would have 
been thus used, and the people who used them and pay in taxes, excise, 
&c., the interest, would have ultimately received it, after the manner 
dealers in United States seven-thirty bonds receive the interest on them 
for the time they may hold them. The financial legerdemain of this one 
thousand dollar certificate " operation," has been so bunglingly performed, 
that the people have discovered the mode of ■' operating," and are begin- 
ning to inquire who " coins money and regulates the value thereof" 
They have their remedy at the ballot-box. United States Treasury notes 
that bear interest, in denominations that can be Dsed as currency may not 
be of equal value with gold at all times — they would not be so now ; yet 
as the government cannot furnish the latter in sufficient quantities for the 
ordinary exchanges in business, and can furnish the former, that would 
be, if paid out for government expenses, the best measure of value it can 
furnish under existing circumstances, provided they are made receivable 
for all dues to the government, except duties on imports. The exception, 
probably, would not have been required, had they have been issued before 
August 15th, 1661 ;. and it need not be continued after thtir value comes 
to be, as it surely will in time, equal to that of gold. 

We read, " the laborer is worthy of his hire," and we hold that the law 
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